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Abstract 
 Given the importance of inequality problem in Hong Kong, the paper is aimed to 
research the economic and social inequality in Hong Kong, by identifying the different 
dimensions that has led to the public dissatisfaction and the start of the umbrella movement 
in late September 2014. The paper will address the common misconception that the 
umbrella movement was solely to acquire democracy and more autonomy from Beijing, 
which is not the only reason. The motivation for the movement is a story of an out of control 
inequality issue in society, which the people want it to be dealt with through a system that 
they will have a voice in. Furthermore, the paper investigates the possibility on how high 
inequality (economic and social) stimulates the people to set democratization process in 
motion in the current economic and political environment of Hong Kong.  
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Introduction 
 The fact that the modern world is polarized and in each society there are many 
unique instances of division of entitlements, privileges, certain rights and wealth. 
Inequalities in these aspects are well known and can lead to structural roadblocks that will 
sustain inequality among certain groups of the population and therefore want an increase 
political representation to protect their rights and property by the rich or the rising new 
middle class (Acemoglu & Robinson, 2005, p.33). To this the thesis shall concentrate on the 
situation in Hong Kong. It shall discuss the relevant issues that plague the city of inequality 
within its society. Because of huge difference in income it will determine the living standards 
of different social groups. This can undermine the very basis for sustainable human 
development and can lead to social upheaval in the city and the surrounding region; this is 
demonstrated by the concern of countries in the region during the umbrella movement. 
Often inequality is the reason why there are unrests in the many parts of the world and 
Hong Kong is of no exception. Hong Kong’s political and social strife is often correlated to 
high-income inequality and the fear of losing certain citizenship entitlements and rights to 
outsiders or pressure from Beijing itself. Jean-Antoine-Nicolas de Caritat Condorcet 
considered that inequality in education, inequality in wealth and inequality in status are the 
main causes of social unrest (Condorcet, 1955, p. 175). The inequality of socio-political 
standing in Hong Kong combined with inequality of income and wealth can pose a threat to 
political stability as demonstrated by the umbrella movement in late 2014. Therefore, 
almost all the developed countries of the world are often implementing measures to reduce 
inequalities. But the development of these measures is only possible if there is an ability to 
accurately measure the degree of differentiation of status, entitlements, income, wealth, 
economic and social privileges as well as feedback on it with the help of public policy. 
Therefore, the research question of this paper is: to what extend has the umbrella 
movement been motivated by economic equality and the related social inequalities, and or 
whether the movement was concerned with acquiring political autonomy at the same time? 
 With an independent position and rapid economic growth has allowed Hong Kong to 
become one of the world’s three largest business centers. Despite the fact that politically 
Hong Kong is part of the People’s Republic of China, under the communist rule. Economically 
it is independent, because it has an autonomous financial system, taxation, legislation, 
currency, monetary policy, judicial system etc. The unique political and geographical location 
determined the fate of Hong Kong as one of the world’s financial centers and at the same 
time allowed it to become an infamous tax haven. The crucial issues (which should be 
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properly investigated) are about the important source of inequality in Hong Kong, which 
arise from real estate price increases and ownership (Numbeo, 2009). Allowed to an 
increase influx of investments by mainland millionaires. In addition, along with immigration 
from the mainland, level of wages, the tendency of aging population and the role of 
government in the regulation of wealth and social inequality. The income inequality in Hong 
Kong is often unimagined due to the wealth and development of the city itself, but almost 
20% of the population lives below the poverty line (HKTDC, 2016). Many laborers are paid 
with too low wages to live (the minimum wage is only 30 Hong Kong Dollars, or $3.87 per 
hour, the exact dollar conversion is subject to the current exchange rate) (Yan, 2014), and 
property prices are too high to find a comfortable apartment. Thus the hypothesis of this 
paper: a high income gap and related social inequality goes hand in hand, together it paves 
the way for democracy or more democratic elements. In other words high-income disparity 
and social inequality are linked and the lack of government intervention has led to the 
outburst by the people to protest for universal suffrage in the umbrella movement so they 
may elect politicians who are competent to deal with the problems Hong Kong is facing. Self-
determination is hereby the crucial aspect is believed it can solve the pressing issues Hong 
Kong has (Rühlig, 2015, p. 2).  
 These problems are not new, but they have reached a critical point. The inability of 
the old, new and future authorities to find a solution for such basic social demands has also 
put the region on the verge of dissent against Beijing’s leash on Hong Kong’s government 
and the Hong Kong authorities itself. As it will be discussed later, the Umbrella movement 
that happened in Hong Kong covers all sectors of society and is completely different from 
the previous mass protests in Hong Kong over the past few decades. This is due to the 
unprecedented ways the government is combating massive violations of public order, peace 
and the spontaneity of the movement. The political issue was the last straw, but the main 
causes of the birth of the movement had a profound economic and social accentuation.  
 
Methodology 
 The purpose of this study is to examine the different economic inequalities in Hong 
Kong and how it influences the development of democracy. The reason for taking a single 
case study of Hong Kong was due to its uniqueness as it is one of the well-developed “semi-
“states that have reached the living standards of the West. Despite that it has not developed 
a well functioning democracy, which fits the definition of Western liberal representative 
democracy. Besides achieving the high living standard, there is an enormous income 
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inequality gap between the rich and the poor unprecedented in all the OECD countries as 
comparison. Although Hong Kong is being overshadowed and under sovereignty of People’s 
Republic of China, known for strict one-party authoritarian rule under the leadership of 
Chinese Communist Party, Hong Kong is in a peculiar situation. Despite Hong Kong’s 
environment, the people were not shy to voice their concern publically, by organizing the 
largest movement in decades. Therefore, this study will draw upon theories of empirical 
research as well as classic political economic theories. Such as empirical literature by Ansell 
and Samuels (2010): “Inequality and democratization: a contractarian approach”, which 
explained and confirms with the findings of Acemoglu and Robinson that the 
democratization process is associated with societies of high inequality. Acemoglu and 
Robinson’s work in “economic origins of dictatorship and democracy”, this book in particular 
gave the insight on the importance of democratic development and explained that economic 
inequality and the rise for more democratic elements are going hand in hand.  
The political economic theories, which the paper will take into account as relevance 
to the umbrella movement, are the scientific articles classified as Neo-Confucian, 
Neoclassical, or Neo-Marxist theories. These theories explain the basic foundation and 
values of Hong Kong’s development, and give us the insight on the growing dissatisfaction by 
the people and the start of the umbrella movement.  
Furthermore, numbers of Gini-Coefficient are used to portray the inequality issue in 
Hong Kong, which is provided by the research paper of the OECD on inequality of their 
member states as well as non-member states that have the same quality of living standards. 
Beside the Gini-Coefficient, research results of Piketty’s book: Capital of the twenty-first 
century is studied to acquire the understanding of the increased inequality of societies in 
general economic terms.  
The reason for not doing an qualitative research for a single case study of Hong 
Kong, with the emphasis on the recent events of umbrella movement in 2014, is due to time 
constraints and not particular practical for such a small research paper to fly over to Hong 
Kong to conduct a widespread survey and interviews. Therefore, the empirical literature 
study based on political economic theories, studies on the umbrella movement, social 
science journals on inequality and democratic development are being used.  
 
Theoretical foundation  
 The existing socio-political literature on the economic success story of Hong Kong 
and inequality diverge in perspective, due to the time period the literature was written. 
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There are scientific articles published during the Cold War period can be classified as Neo-
Confucian, and Neoclassical. Literature in post-1991 embody mostly mixture of explanations 
to Hong Kong’s economic success that paved the way to dissatisfaction by the people during 
the umbrella movement, which expressed their concern of political and economical 
direction of Hong Kong’s future.  
 Neo-Confucianism concentrates obviously on the Confucian values; Hong Kong’s 
society is dominated by Confucian values, which stimulate individuals to fully commit to 
succeed for their corporation, or organization. Due to the strong influence of Confucian 
values the people of Hong Kong are more likely to adopt a more disciplined work ethic to 
achieve their goals (Phelps Brown, 1971). Despite of this philosophical-sociological point of 
view it does not explain how Hong Kong has industrialized, but it does give us the insight on 
why the people of Hong Kong took so long to express their dissatisfaction in 2014 after 
enduring and developing a free liberal market, which happened only when the World War II 
has ended. Even though the fact remains that Confucian Values had been part of Hong 
Kong’s society for centuries.   
 From a world-systems perspective, Alvin So argues that the economic success of 
Hong Kong was thanks to the close proximity of communist China, and the exploitation of it 
by Hong Kong in a “hegemonic global capitalist system”, in other words Hong Kong was able 
to profit from the cheap labor costs as well as cheap imports of basic necessities (such as 
food) from mainland China to keep up the strong economic growth (So, 1986, p. 241-245). 
Kraus also was in favor that Hong Kong relations with China were the crucial link of growth 
success factor. Kraus argues “geographical isolation permits the People’s Republic of China 
to benefit from bourgeois skills from Hong Kong without sustaining the cost of internal 
capitalist institutions, thus giving place to an unequal exchange” (1979, p. 253). This unequal 
exchange is supported by Phelps Brown who adds that the cheap cost of food supplied from 
People’s Republic of China has indirectly supported the currency of Hong Kong allowing the 
city state to have lower living costs (1971, p.34), which allowed to outcompete many of its 
competitors and become a lucrative place for foreign direct investment. This symbiotic 
relationship of opposing ideologies have shown that both can benefit from each other 
allowing Hong Kong to industrialize because of lower wages it needed to maintain its labor 
market. Interestingly Alvin So remarks that these mentioned theories does explain Hong 
Kong’s early success of industrialization during the Cold War together with the other “Asian 
Tigers/Asian Miracle”. But it does not give an adequate answer to the transformation of 
industrialized city-state to service, financial trade hub for what Hong Kong is known for 
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today. Alvin So mentioned that global capitalism is the catalyst in which the entrepreneurial 
skills of homegrown capitalists that learned from foreign countries to explore and diversify 
the industry, these local capitalists should be credited for the transformation of industrial 
powerhouse to trade and financial center in East-Asia (So, 1986, p. 245).  
 Taken from a different point of view that is related to the umbrella movement and 
inequality in Hong Kong. Acemoglu and Robinson (2005) have put it in a perspective that 
allows understanding how democracy is the instrument to bring justice to the people by 
eradicating inequality (the end goal). From their perspective, Hong Kong is in a fragile 
position as a non-democracy with very high inequality (Acemoglu & Robinson, 2005, p. 190). 
Hong Kong is thus prone to political instability and to which it indeed has developed to 
mainly the umbrella movement. Ansell and Samuels discussed, indeed that high inequality is 
the ingredient to start a democratization process and confirms to the idea of Acemoglu and 
Robinson that high inequality in income will lead to political instability (Ansell & Samuels, 
2010, p. 1544) (Acemoglu & Robinson, 2005, p. 190). Therefore, the umbrella movement’s 
end goal is by achieving democracy, solving social issues, finding an answer to the identity 
issue of Hong Kong and reevaluating the values of its institutions (Rühlig, 2015, p. 20). 
Interestingly the presented explanation of high inequality as the ingredient for democracy is 
different case by case, for example the Tiananmen Square student protest on June 4th 1989 
in the People’s Republic of China (PRC). The Tiananmen Square student protest was not 
motivated by high inequality, but can be observed as the increase of middle class that 
wanted to retain their acquired wealth by changing the political system to an extend that 
can protect their assets. It is important to keep this in mind for the following sub topics as 
the theoretical foundation shapes the understanding of the issues presented in the paper 
for this particular case, but that there are some aspects not entirely generalizable to other 
cases. 
  
Colonialism and discrimination  
As mentioned earlier, Hong Kong was handed over during the aftermath of the 
second opium war, which China lost the war. Hong Kong was regarded as the Britain’s crown 
colony during the 20th century. Its justification of British rule, investment and development 
was its assumption that colonial societies needed protection or guidance and that they are 
inadequate to rule over themselves. A “scientific” justification during the 19th and 20th 
century was racial superiority of Europeans, which systematically demonstrated that 
inequality between “races” was a natural phenomenon (Greig, Hulme & Turner, 2007, p. 60). 
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This racial disparity continued well until the era of both World Wars, as colonial powers 
needed men to defend their colonies, and thus was necessary to instill forms of better 
treatment of the colonial inhabitants.  
After the First World War and later Second World War, the European Colonial 
powers lost much of its dominance over their colonies. There are some exceptions and one 
of them is Hong Kong. Hong Kong officially became decolonized after 1997 handover. With 
British influence it gave way to establishment of democratic institutions, strong independent 
anti-corruption organization, independent judicial system, and liberal western education. 
Many would argue Hong Kong came away pretty well and has benefitted to some extent 
from British imperialism, as of today Hong Kong is a well developed city state. Despite 
growing dissent from its population on migrant and mainland policy, lack of economic 
growth, high income inequality and lack of social welfare for the poor and the elderly.  
There was a clear separation and discriminatory practices in Hong Kong imposed 
upon by the British colonialist on the local Chinese inhabitants but also to ethnic minorities, 
especially after the return of Hong Kong back to China, much of the discrimination from the 
British has been redirected from local Hong Kong Chinese towards mainland Chinese and 
other ethnic minorities. In Hong Kong, numerous practices of prejudices on the basis of race 
impair equal opportunities in day-to-day life, work and education for ethnic minorities (as in 
Ahmed, 2009).  
 
Inequality 
What is ‘inequality’? As it appears many could find common understanding that the 
difference of income or wealth that people have is actually too simple to grasp the 
underlying factors and problems it comes with it. Because access to education, levels of 
education or access to health services also qualifies as inequality. Or in general social 
equality according to Miller (1992) “the idea that people should be treated as equals in all 
institutional spheres that affect their life-chances: in their education, in their work, in their 
consumption opportunities, in their access to social services, in their domestic relations and 
so forth” (p. 200). Therefore, three important aspects define the concept of (economic) 
inequality that is used for this paper. Firstly, income inequality is the understanding on how 
income is distributed unevenly among individuals within a society. This includes the salaries, 
bonuses, interests, dividends, investments and state benefits. Secondly, pay inequality 
where the income of an employment is referred. This gives the insight on the level of 
payment someone receives in his or her corporation or on the level of entire country. Lastly, 
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the wealth inequality, it indicates primarily on the total amount of assets the individual or 
households possess. Which comprises of stocks, property, bonds and private pension rights, 
wealth inequality is an indication to the unequal distribution of properties in a group of 
people (OECD, 2016)2.  
The situation is based on Gini-Coefficient (see figure 1) and based on the data Hong 
Kong is considered the worst situation for a developed state to be in, in regards to inequality 
of income (Hong Kong government Census & Statistics department, 2012, p.1).  
 
The problem of income inequality  
 The income gap between the rich and the poor is the widest on this world and it is 
demonstrated in the Gini-Coefficient (see figure 1) (Hong Kong government Census & 
Statistics department, 2012, p. 1). The common assertion of universal benefit from 
economic growth, of capital, which loses its value, is not true. In fact, it is about the 
inconsistency of modern industrial relations with the natural resource and level of 
development of the productive forces. It is clear that the more developed economy, the 
further economic development has gone from capitalism since Karl Marx, the more 
significant this discrepancy. Additionally, the more obvious contradiction is between the 
classic promise of equal rights and opportunities and increasing stratification of society. 
There are different ways, which affect these socio-economic problems, not even collectively 
can make adequate contributions to its solution. For instance, there are technological 
progress, education, advanced communication, efficiency of economic relations, the 
interdependence of economies of individual countries, in-country legislation and various 
international agreements, supranational organizations and informal structures, and other 
innovations of recent times (Zhao & Zhang, 2005, p. 75-78). 
 Income inequality and the following distribution of capital income significantly 
increase the gap in income levels of different social groups. So, owning capital at times 
increases the possibility to increase personal well being compared with the possibilities of 
reward (including various kinds of fringe benefits – remuneration, bonuses, etc.). Currently, 
0.001% of the world population has an average capital of 10 million euros and owns 20% of 
the global wealth (Piketty, 2014). While maintaining 6% revenue growth trends of major 
states with an average growth of global capital of 2% per year over 30 years this population 
group will control 60% of the global wealth. It follows that the further enrichment of the rich 
will take place at the expense of impoverishment of the middle class, and this casts doubt on 
the possibility of efficient functioning of contemporary democratic institutions.  
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 Thus, economic inequality forms the foundation for social inequality. Social 
inequality is characteristic for all groups of countries as more underlying causes that affect 
the fundamental laws of biology and economics are the basis of social inequality. Inequality 
constrains growth and development, including efforts to eradicate poverty, and equality, in 
itself, is of great importance for economic growth and development. The growth of social 
inequality reinforces the few positions of power and puts barriers to the majority’s 
participation in politics that is contrary to democracy and contributes to the development of 
authoritarian tendencies, which exists in the current political system of Hong Kong where 
the ruling elite structurally blocks out the lower and middle class from power. As the elite 
want to prevent redistribution of assets to the lower and middle class of society (Ansell & 
Samuels, 2010, p. 1544).  
 Many people think that Hong Kong should not have a problem of poverty. However, 
in reality behind this veil of prosperity, Wong (2011) states that: “Hong Kong income 
distribution is extremely unequal with many people still living at subsistence level and many 
in abject poverty” (p. 435). Economic restructuring, having the greatest impact on the 
market of low-skilled workforce and reorganizing the role of social policy concerning 
household income are the two main driving forces that contribute to the rapid growth of 
GDP. These two factors also increase income inequality. The government of Hong Kong has a 
good relationship with the business sector, while there is labor policy to protect the labor 
market; it is not fully enforced (Chan, 2012). According to Chan from polytechnic university 
of Hong Kong: “As compare to countries with similar economic performance, the wealthy 
people in Hong Kong are much better off. It is not a matter of 'knowledge' and 'skills', but 
because the government policy favors the wealthy” (Chan, 2012). 
 
Inequality of opportunity  
 Previously there was a slight mentioning of inequality of opportunity, and education. 
Education can play a crucial role in reducing income inequality but also the level of income, 
job-related preferences, access to jobs, access to health services, and functions an essential 
role as a indicator of competence and productivity in the labor market. In a society 
dominated by Confucian Values, education is often prioritized within the family and seen as 
a key factor to future success collectively as family and individually. Purely on a theoretical 
basis, there is an positive and a negative link between well educated people and income 
inequality and the IMF report suggests that “the effect of increased educational attainment 
on income inequality could be either positive or negative depending on the evolution of 
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rates of return to education (that is, the skill premium)” (Dabla-Norris, Kochhar, 
Suphaphiphat, Ricka, & Tsounta, 2015, p. 22). The overall understanding is that education 
can have diverse influence on the inequality in general, and depending on how much 
individuals, family or government invests in education as well as the return rate of its 
investment. In todays trend, Rajan remarks: “Prosperity seems increasingly unreachable for 
many, because a good education, which seems to be todays passport to riches, is 
unaffordable for many in the middle class” (2015). This leads to believe that with the 
widening income inequality in Hong Kong, limits the access to well-reputed educational 
institutions where prospective students are being hindered by increasing costs of tuition and 
limited place due to high competition. Which allows pro-rich bias to occur, lowering access 
to education to the poor and structurally putting the poor in a disadvantageous position by 
huge debts or just deciding not to invest in education at all and falling behind in society as 
well (Dabla-Norris, Kochhar, Suphaphiphat, Ricka, & Tsounta, 2015, p. 17). 
 
The Gini-Coefficient  
 Statistical data on income inequality are obtained by the Gini-coefficient, which is an 
economic concept made by the Italian statistician and demographer Corrado Gini, 103 years 
ago, in 1912. Using the Gini-coefficient the degree of deviation in distribution of income by 
groups is determined. The closer to zero, the more evenly incomes are distributed, closer to 
1, the more income is unevenly distributed among the population. Of course, it only shows 
the extent of income inequality, there are other coefficients, such as the decile dispersion 
ratio the S90/S10, which shows the average of income of 10% of the richest members of the 
public to 10% of people of financial unprotected segment of the population (OECD, 2016, p. 
54). Despite the brief explanation of the Gini-Coefficient, the decile dispersion ratio is 
beyond the relevance for the understanding of the umbrella movement, as it only gives 
insight on the poorest of the poor in comparison to the richest segment. As in the umbrella 
movement, majority of people that considers itself a stakeholder of such development were 
the middle class and not the poorest segment of society (even if they benefit enormously 
from the movements success, they were too busy to survive as they barely scrape by the 
daily necessary cost) (Rühlig, 2015, p. 6-7). 
The limitations with using the Gini-Coefficient are that inherited wealth or other 
means of acquiring wealth is not in calculated. Thus making it slightly inaccurate with the 
reality of the case. Another issue on the Gini-Coefficient that it can be calculated differently, 
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one based on household, while it can also be calculated individually making it prone for 
inconsistency in results (Wu, 20, p. 1035 – 1036).  
 Although Hong Kong had exceptional economic growth based on GDP for several 
years and a great increase in the average revenue, it did not succeed to progress its activity 
with regard to equality. Whereas improved revenue capacities and higher excellence 
information could impact on the accurate degree of inequality, it is uncertain they would 
specify a problem of the current tendency of inequality. From a relative viewpoint, the rich-
poor earnings gap in Hong Kong appeared to have broadened more extremely than in other 
states with a comparable or even worse rate of per capita income (Condorcet, 1955, p. 175).  
 
 
 
 
 
 
 
 
 
 
 
Figure 1, Gini-Coefficient (Hong Kong government Census and Statistics 
department, 2012, p. 1). 
 
Real Estate ownership 
Piketty (2014) considered that: “Capital fulfills two economic functions: first, it 
provides housing (more precisely, capital produces “housing services,” whose value is 
measured by the equivalent rental value of dwellings, defined as the increment of well-being 
due to sleeping and living under a roof rather than outside)…“ (p. 213). Piketty (2014) also 
opined “Housing is the favorite investment of the middle class and moderately well-to-do, 
but true wealth always consists primarily of financial and business assets” (p. 260).  
The umbrella movement in Hong Kong is most similar to the Occupy Wall Street 
movement in the United States; a key reason for dissatisfaction is the polarization of income 
and greater financial burden on students and the younger generation increasingly unable to 
afford their own house. For example, young married people are forced to live for several 
years with their parents until they saved enough money for their own housing (Bush, 2014). 
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Due to the “unaffordable” real estate in recent years in Hong Kong so-called tiny rooms for 
rent –– room-coffins, which are about 16 square feet in size where there is all the necessary 
stuff –– are becoming popular. Its cost is about 190 US Dollars per month (Gayle, 2012), 
while the average rent price of one bedroom apartment just outside of the center is almost 
1,500 US Dollars (Numbeo, 2009). The huge oligarchy of real estate developers, whom 
monopolize the real estate market, has led to higher prices for purchase and rental housing. 
Real Estate in Hong Kong is the most expensive in the world. According to the 
international consulting firm Savills, the cost of apartments in one of the skyscrapers of 
Hong Kong is 55% higher than the apartments in London (Morris, 2015). For comparison, the 
cost of the Moscow real estate exceeds prices for the London assets only by 7%. Apartments 
in New York City can be purchased at 15% cheaper than in London. In Hong Kong the most 
expensive apartments in the world were recently sold to someone for 60 million US Dollars. 
Rental housing in Hong Kong is not difficult to find; however, prices for rent is relatively low 
compared to purchase, buying real estate are widely recognized as only for the rich. This is 
due to the fact that a small area of Hong Kong leads to a deficit of open space, which, in 
turn, results in a high cost of apartments. The cost of renting an apartment in Hong Kong 
depends on its location, size and quality. Also, the rental price is affected by the social status 
of potential neighbors and the availability of necessary infrastructure. Hong Kong residents 
blame the Mainland Chinese for the growing social stratification. In their opinion, it is the 
wealthy Chinese, having the opportunity to settle in Hong Kong who inflated property 
prices. Hong Kong residents are also convinced if they are able to elect its own political 
leader, then, perhaps, Hong Kong will be under control by the person, who is close to local 
problems and who will be able to solve them without regard to the central Chinese 
authorities (Steinbock, 2014). Increasing rental rates means that people, who do not have 
property should spend more of their income to pay for the rental of property as well. If the 
increase in real estate cost keeps going up, real estate owners will continue to earn more 
proceeds, wealth and influence, and those, who are not yet real estate owner will continue 
to turn out to be comparatively deteriorated (Wong, 2014, p. 108-116). 
 
Immigrants 
Free labor migration generates complex problems that require scientific 
understanding, in particular the impact of earnings, sent by migrant workers to the main 
residence, the level of poverty and income inequality in recipients of these funds. Since the 
migration of untrained employees looking for improved occupation predictions from China is 
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general, rivalry for untrained jobs is constricted. This pushes the wages for untrained jobs 
down, additionally growing the gap between the proceeds of persons in society. Piketty 
(2014) presented his understanding of the role of migration through the following 
quotation: “A seemingly more peaceful form of redistribution and regulation of global 
wealth inequality is immigration. Rather than move capital, which poses all sorts of 
difficulties, it is sometimes simpler to allow labor to move to places where wages are higher 
(...) It bears emphasizing, however, that redistribution through immigration, as desirable as 
it may be, resolves only part of the problem of inequality. Even after average per capita 
output and income are equalized between countries by way of immigration and, even more, 
by poor countries catching up with rich ones in terms of productivity, the problem of 
inequality—and in particular the dynamics of global wealth concentration—remains” (p. 
538-539). 
China is trying “Softly” to win Hong Kong according to its residents, because a huge 
amount of people from the mainland travels to Hong Kong. They are attracted by a higher 
standard of living: the average citizen of China considers Hong Kong resident as very rich 
individual, and their way of life – fabulous. If Hong Kong’s GDP per capita is $40,320, almost 
comparable level as in France ($42,725), in China the figure is $7,400 (World Bank, 2014). 
Hong Kong is flocked by those, who have relatives in there: under the law, they can get 
permission to move and acquire Hong Kong citizenship which entitles them to vote, work, 
permanent stay and public services. Chinese women from the mainland also tend to have a 
child in Hong Kong, as then they can get permission to stay there to live (Lafraniere, 2014). 
As a result, the characteristic of Mainland Chinese mandarin dialect is spoken more 
frequently in Hong Kong; while the Hong Kong people speak Cantonese unease and tension 
arise (CIA, 2016). Many of Hong Kong Cantonese speaking demographic fear the loss of 
cultural identity, the lack of property and services left for the locals to use (Lafraniere, 2014). 
 
Government policy 
 An effective tax system should stimulate economic activity of its citizens and 
corporations, as well as to contribute to the redistribution of income in society in order to 
avoid sharp differentiation in living standards and, as a consequence, the emergence of 
social instability (Stevenson, 2013, p. 183-184). The tax system in Hong Kong seems quite 
simple and it is based on the territorial principle (Hong Kong government has sole monopoly 
and can tax within its special administrative region only), according to which the income 
earned in Hong Kong is imposed by tax. There are three main taxes – property tax, payroll 
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tax, and income tax. Taxation administration of Hong Kong is a government institution 
responsible for managing and collecting taxes, which are set by chapter 112 of the Inland 
Revenue Ordinance (Hong Kong Legislation, 2016). The tax level for the highest earning 
echelon is 15%, which is considerably lower than the Organization for Economic Co-
operation and Development (OECD) median of 41.5%. It has never exceeded 16.5% in the 
past two decades, despite the fact that the wealth gap is constantly widening. Lower tax 
revenues also mean lower government spending, thus less money going to social welfare 
policies (CIA, 2016). 
 Often seen in developed economies of the OECD inequality has been mitigated 
through public policy by introducing progressive taxation, social subsidies or benefits for the 
poor, elderly and students (Dabla-Norris, Kochhar, Suphaphiphat, Ricka, & Tsounta, 2015, p. 
21-22). In many developed economies the welfare state has been introduced when they 
have reached a certain point of wealth. Hong Kong seems to be the exception; there is no 
initiative to increase in tax rate for higher income to mitigate the neither increasing income 
gap nor notable introduction of social policies to relieve the lower strata of its population. 
“The social welfare system in Hong Kong has often been cited as a classic example of 
residual approach in that the government would only step in to meet people’s needs when 
both family and the market had failed (as in Goodman, White & Kwon, 1998, p. 161).  
It is important to note that Hong Kong does have a social welfare system, just not to 
the level of what people might think of the welfare state in Denmark or the Netherlands. 
The perception of social welfare is seen in Hong Kong, as a responsibility shared by the 
family and the state not the sole responsibility of the state. Traditionally it was the family 
that shall provide for the unfortunate friends and family members; this comes forth from 
the Confucian value on the role of the family. This certain traditional value and perception 
on social welfare is still strongly present, which has shaped governmental policy and its 
perception that the state is often not the main responsible for societal issues (like the issue 
of widening income inequality) (Goodman, White & Kwon, 1998, p. 162). 
 
Democratic shortcomings  
 The government of Hong Kong (HKSAR) and the business sectors are in a close 
relationship, as both ensured economic growth, and provided jobs that gave the 
government legitimacy of its rule (Ortman, 2015, p. 33). This was during the colonial era as 
well as after the transition in 1997, where the Chinese Communist Party (CCP) ensured that 
the business sector of Hong Kong should not be afraid of its “communist rule” through 
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HKSAR (Ortman, 2015, p.33). Since China started its own economic reform in the late 70s, 
the CCP knew it had to keep the business sector in Hong Kong content as it equals to control 
over the city as well as to prevent the exodus of capital and foreign investments in the city. 
Thus the CCP entered an unholy alliance with the business sector and included them during 
the negotiations of the handover in 1997 (Ortman, 2015, p. 34). With the business elite 
siding with Beijing, they both created a win-win situation. As both wanted to keep the strong 
capitalist laissez-faire policies in place. The business sector was mainly concerned in 
preventing the creation of a welfare state, as it will lead to higher taxes to fund social 
policies and losing its competitiveness in the region (Bush, 2014). The CCP was mainly 
concerned about preventing full democracy to exist, as it fears that it might inspire other 
Mainland Chinese cities to demand the same treatment, and it knew that it is much harder 
to control a democratic system (Ortman, 2015, p. 47).  
 Hong Kong does not have a true democracy (Rühlig, 2015, p. 3), due to the fact that 
the election committee consists of four ‘functional constituencies’ and is based on sectors, 
the commercial, political, professions, and labor (Rühlig, 2015, p. 3-4). Each sector has 300 
representatives and is elected by 7% of the 3.5 million registered voters. This election 
committee would pre-select candidates that are allowed to run for the general elections for 
Chief Executive position (comparable to position of president of a state, due to commercial 
dominated environment it clearly has influenced the title of such position), making this 
institution quite undemocratic as it does not represent the majority of eligible voters 
(Rühlig, 2015, p. 4). This selection method is intentionally constructed to give a systematic 
advantage to Beijing, pro-Beijing aligned business sector and Hong Kong politicians and they 
know that democracy is threatening their power base (Acemoglu & Robinson, 2005, p. 219).  
 In 2013, Chief Executive CY Leung has publically called for reform in the electoral 
system. After the announcement to reform the electoral system no progress has made to 
actually change the system into a universal suffrage where the people can elect whomever 
they want without being pre-selected by the elective committee. In accordance to the article 
45 of Hong Kong Basic Law (Hong Kong’s mini-constitution): “ The ultimate aim is the 
selection of the Chief Executive by universal suffrage upon nomination by a broadly 
representative nominating committee in accordance with democratic procedures” (HKSAR 
Government, 1997, p. 15). Due to the delay and lack of progress many people in are hugely 
disappointed and fear that the agreed upon terms through the Basic Law is not being 
fulfilled, paving the way for the people to take the matters into their own hands to deal with 
the democratic shortcomings. Even with democratic shortcomings, if the business elite and 
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the political elite were competent to keep the inequality levels low along the range of 0.2 – 
0.3 Gini-Coefficient, then there would be no threat of revolution or mass protests as there is 
no justifiable reason to among the middle and lower class or simply making small 
concessions for an increase support for social policies to make Hong Kong a more egalitarian 
state would probably have sufficed as well (Acemoglu & Robinson, 2005, p. 190). To which 
the ruling elite have in one way fueled the motion of the umbrella movement in late 2014. 
 
The Umbrella movement 
 Globalization and China’s economic growth transformed the position of the city to 
an international financial center, but the economic benefits are primarily to the landowners 
and those engaged in financial intermediation and distribution of capital. With the average 
income decreasing, and the cost of living, especially housing, constantly on the rise. The 
income inequality in Hong Kong is one of the highest in the world based on the Gini-Index 
(Hong Kong government Census & Statistics Department, 2012, p. 1). Economic difficulties 
are a huge problem for any government, which can lead to political instability. Since then 
the Pro-Democracy protests known as the Umbrella movement (the name ‘umbrella’ 
derived from the protesters who used umbrellas to repel the police force usage of pepper 
spray) began September 26, 2014 in Hong Kong outside of the Hong Kong Government 
headquarters.  
The initial cause of this protest was that the Standing Committee of the National 
People’s Congress (NPCSC) of the People’s Republic of China released an outline on its policy 
paper for ‘reforms’ (or gradual diminishing influence) of the current electoral system in Hong 
Kong. In order to withdraw this electoral system reform, the Hong Kong Federation of 
Students (HKFS) reacted by starting a protest outside the government headquarters against 
NPCSC’s decision. The Occupy Central with Love and Peace (OCLP) movement began 
September 28; the protesters blocked the roads in northern Hong Kong Island (BBC, 2014). 
The police started to use intimidating tactics (tear gas) to contain protesters as such 
peaceful disobedient movement was illegal according to the authorities. This heavy-handed 
use of containment triggered more people to join the protest and over 100,000 people 
joined this movement (Connors, 2015). The umbrella movement officially ended on 
December 15, 2014 after gradually losing support due to the lack of progress made by 
different leaders of the umbrella movement, but also blocking out certain districts of 
importance such as Central, Causeway Bay, Admiralty and even in Tsim Sa Tsui over long 
period of time has caused harm in public’s perception of the movement (Ortman, 2015, p. 
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46). These are Hong Kong’s financial, tourist, shopping and government district centers 
where many people work, live and have to access for daily needs. With the public support 
waning and momentum lost, the HKFS and OCLP leadership together could not find a 
compromise with the Hong Kong government for universal suffrage for electing their own 
Chief Executive (Ortman, 2015, p. 46).  
The media presented events as evidence that citizens were fighting for democracy 
against tyranny from Beijing, but this is a false perception. In fact, a group of radicals 
presented ideologies that Hong Kong, as a well-developed city is capable of autonomy or 
even more radical by demanding complete independence from China and not just domestic 
autonomy. Thus, superficially, the political issue caused the Hong Kong democratic protest in 
2014; however, the background of the protest was based on the growth of inequality in 
Hong Kong. The root of the problem is social inequality, such as housing issues; immigrant 
issues are leading to frustration in this society. The people of Hong Kong looked for 
democracy as a solution for their problems, because the government seemed to have not 
done enough to help the underprivileged. While democracy gives them hope so that the 
underprivileged can vote for better functioning government, improve social mobility and 
truly represents the people, to which it can alleviate the poor from poverty by creating new 
social policies moving the political direction of Hong Kong towards a welfare state model. In 
general, income inequality is the result of “economic growth, inflation and the labor market 
from the economic aspect; the tax rate and government expenditure from the political 
aspect; and sexual inequality, educational level and household size from the social aspects” 
(Chui, Leung & Yip, 2012, p. 21).  
The situation worsened after successful attempts to present the situation of the 
protesters as if the main cause of all the ills of Hong Kong is Beijing, which fundamentally 
was not the case. Thus the direction of anxiety and irritation of the people went the wrong 
way, the misdirected and false idea of protests prevailed over the real source of the 
problems of Hong Kong and their solutions. However, Beijing has developed a plan, as of 
2017, Hong Kong citizens will elect candidates (pre-approved by Beijing) through universal 
suffrage to become their Chief Executive. Reconfirming that the immediate political cause of 
the latest unrest is the demand of the protesters to appoint candidates themselves and not 
pre-vetted by Beijing (Connors, 2015). To the extend that enabling the people of Hong Kong 
to choose their own Chief Executive, he or she can hopefully bring change to the high 
income inequality as well as be accountable for its action as the office of Chief Executive 
shall be chosen but also be punished by the people (by not re-electing him or her).  
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After briefly discussing the current issues of economic inequality and related social 
inequalities, it definitely trends towards the perception of high inequality in a non-
democratic state. As it is prone to instability and the people will ultimately strive for 
democracy as a political system, which they have influence to deal with the inequality issues 
that exist in their society.  
 
Conclusion 
The inequality level of Hong Kong has after decades risen towards unprecedented 
levels. From high level of income inequality and social inequality in regards to unaffordable 
real estate has culminated to public outcry for political change. Based on covered materials 
and studies, which explains why high inequality equals to high political instability in a non-
democratic state. Acemoglu & Robinson has predicted in a way that the umbrella movement 
(political protest or revolution) was inevitable in Hong Kong (2005, p. 190). Together with 
indicator of Gini-Coefficient it was concerning enough that the numbers were reaching quite 
high for a developed wealthy city-state. To the surprise the political and business elite to 
prevent a political disaster to pan out did not deal with that such problem. 
The people feel that democracy was the only way that can bring about change to the 
high income inequality and finally have the influence in politics to set social policies that will 
alleviate the unaffordable housing prices. The umbrella movement is therefore, indeed, put 
in motion with the motivation of finding a solution to unequal distribution of income, the 
lack of social policies (to mitigate the problems of housing), the huge influx of mainland 
Chinese immigrants (that consumes the already limited public resources Hong Kong has to 
offer) and the lack of commitment that was promised by Beijing for a universal suffrage for 
electing a new Chief Executive. Universal suffrage was seen as the first step towards a ‘true’ 
democracy together with economical equality the protesters believed that these two 
dimensions were important motivation to protest for almost four months straight.  
Since the event of the umbrella movement is quite recent, more research on the 
impact of the umbrella movement in the political history of Hong Kong and China is needed. 
Hong Kong is still an interesting case to follow as the fight for democracy, economic and 
social equality is far from over as the umbrella movement is just a tip of the iceberg.  
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